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This research focuses on the factors of customer loyalty in the service industry particularly in 
telecommunication industry and aims to solve the issues related to the prepaid mobile services. The 
research was conducted to evaluate the relationship between service quality, customer perceived 
value and customer trust against customer loyalty. Surveys are conducted using survey responses 
from a sample of 398 respondents. The result of this research indicates that there is a positive 
relationship between customer support service, service reliability, emotional value and customer trust 
with customer loyalty. The results are also compared with previous earlier findings and implications 
for future research are discussed. Suggestion was made to conduct future research using longitudinal 
evidence by evaluating the relationship among and in-between variables towards customer loyalty in 
service industry. 
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1. Introduction 
Customer loyalty is important especially to 
service industry because customer plays an 
important role to support the business profitability 
and also developing market growth. Awang and 
Jusoff (2009) reported that service operator in 
telecommunication industry facing strong 
competition to acquire and also retain customer. 
The competition getting tough as the penetration 
rate was reported to be more than 100 percent as 
highlighted by the Price Waterhouse Coopers in 
2006 with 1.7 Billion subscribers using cellular 
services during that time. Report by the 
International Telecommunication Union shows that 
the number of customer for cellular services have 
reached 6.6 Billion in 2013. Based on the figures it 
shows that number of customer increased 
exponential over seven years and it is a proofed 
that the competition for customer is very crucial 
and there is a need for service provider to keep 
customer loyal.  Dongwon et al. (2015) stated that 
telecommunication service operator currently at 
inflection point and categorized the industry as 
growing competition where service provider need 
to focus on both which is to get new customer and 
at the same time to keep current customer loyal. As 
a result it is estimate that all service providers may 
use various strategies to remain competitive by 
lowering their operation cost, introduction of new 
services, promotional and advertising campaign to 
attract new customers and maintaining existing 
customer because it was stated by Reichheld and 
Teal (1996) that acquiring new customers is much 
more expensive than keeping the current one. 
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This research highlight the theoretical gap in 
terms of customer loyalty in telecommunication 
industry specifically related to mobile prepaid 
customers as compared to most research 
measuring the relationship of customer loyalty in 
postpaid services. Prepaid services are categorized 
under non contractual services as the customer 
may switch or churn as and when they like. 
Switching for prepaid customer is very easy as 
compared to postpaid services. This paper seeks to 
address the previous research gap in terms of 
examination the relationship between the various 
independent variables (customer perception of 
service quality, trust and value) and customer 
loyalty in prepaid subscription services. 
Reciprocal Theory was used in this research in 
order to address the gap. The basis of this theory is 
about the return of good deeds. Customers’ 
evaluation on the good deeds or kindness of the 
service provider will lead to a reciprocal action. 
Kindness in this research referred to the perception 
of service quality, value and trust whereas the 
reciprocal action is customer loyalty behaviour. 
According to this theory if subjects (customers) are 
given the possibility of terminating or discontinue 
services, subjects often terminate defectors (loyalty 
behaviour of unsatisfied customers), even if 
termination is probably at cost. This is the first 
application of the theory in explaining the customer 
loyalty behaviour. In this research, the theory is 
examined in terms of the loyalty behaviour i.e. the 
customer’s will reciprocate the perceived kindness 
(perception on service quality, perceived value and 
trust) via his or her action, that is either by being 
kind (loyal) or unkind (churn). This theory may 
reveal the customers reciprocal and their 
perception on whether service providers have 
provided quality services and good value for money 
services. Based on these research gaps and facts, 
this research is conducted to identify the factors 
that influenced them towards customer loyalty; 
especially in the Malaysia telecommunication 
industry and particularly the prepaid market 
segment, which is the largest contributor i.e. 77 
percent of the overall mobile market, share in 
Malaysia. 
1.1. Service quality and customer loyalty 
Venetis and Ghauri (2000) indicated that service 
quality plays an important role towards customer 
loyalty. Service quality increase the tendency of 
customer to use more and being less sensitive 
towards price. Beside that service quality also 
motivate customer to willingly communicate about 
their service providers to family and friends as per 
their research. Research made by Aydin and Ozer 
(2005) related to customer perceive service quality 
and customer loyalty in Turkish mobile 
telecommunication resulted that customer 
perceived service quality was positively significant 
towards customer loyalty. Hence, Hypothesis 1 is 
proposed. 
H1. The higher the service quality as perceived 
by customer, the higher levels of customer loyalty 
towards the service provider. 
1.2. Perceived value and customer loyalty 
According to Sirdeshmukh.et al. (2002), 
customer perceived value is the result of behaviour 
intentions of customer loyalty as long as the 
exchanges value is superior. It means that customer 
will stay loyal to the service provider as long as the 
customer perceived value is positive throughout 
their subscription period. This is because a positive 
perception from customer would motivate 
customer to maintain their relationship by staying 
loyal. A research conducted by Anderson and 
Srinivasam (2003) shows that there is a different 
action from customer with regards to the position 
of perceived value. They indicates switching and 
churn is more likely to happen when the customer 
perceived value is low while on the hand, high 
customer perceived value will motivate customer to 
stay loyal with the service provider. Therefore, it is 
concluded that customer perceived value is 
positively associated to customer loyalty as 
supported by Wathne et al. (2001) and Yang and 
Peterson (2004). 
Accordingly, Hypothesis 2 is proposed. 
H2. The higher the value as perceived by 
customer, the higher levels of customer loyalty 
towards the service provider. 
1.3. Trust and customer loyalty 
Kasim and Abdullah (2008) indicate that 
customer trust contributed to the reason of 
customer being loyal. According to them customer 
tends to stay loyal when they trust the service 
provider. At the same time customer loyalty will 
reduced as the customer trust towards the service 
provider is decreasing. Chaudhuri and Holbrook 
(2001) at the same time reported that customer 
trust helps to reduce uncertainty and vulnerable 
feeling since the customer rely and confident of 
their trusted brand and service provider. Customer 
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trust helps the customer to stay loyal despite being 
afraid of service failure or at risk. Previous research 
in telecommunication industry indicates that there 
is a positive relationship between customer trusts 
on customer loyalty as confirmed by Deng et al. 
(2009) in their research of Chinese mobile phone 
users. Therefore, Hypothesis 3 is proposed. 
H3. The higher the trust as perceived by 
customer, the higher the levels of customer loyalty 
towards the service provider. 
2. Methodology 
Primary data was collected using a survey 
method instrument to answer the study research 
question. Research question was designed using 
five point Likert scales in order to provide a 
consistency among variables and furthermore to 
avoid confusion among the respondent as 
suggested by Ackfeldt and Coole (2003). Garland 
(1991) at the same time argued that likert scale 
have been used widely in the market research and 
extensively have been tested in both marketing and 
social sciences’ research. 
The survey form covered all dimensions related 
customer loyalty, customer service quality, 
customer perceived value and customer trust 
consisted of five-point Likert scale self-rating items. 
Self-rating scale format ranging from ‘1’ as being 
“strongly disagree” to’5’ as being “strongly agree”.  
All other variables included in this research 
were measured using multiple items drawn from 
previous research with the exception of 
demographic factors. However, phrasing of the 
items was modified to suit the sample and local 
setting. In this research, customer loyalty was 
measured using adapted measurements by 
Dimitriades (2006). There are two characteristic 
approaches to measure loyalty: behavioural 
measurements and attitudinal measurement 
(Bowen and Chen, 2001). Attitude measurement is 
n individual’s overall attachment to a product or 
service and the company. Behavioural 
measurement can be measured as continuous 
purchase, frequent purchase, scope of a 
relationship and recommendations to other people 
(Hallowell, 1996). 
Service quality was measured using adapted 
measurements by Parasuraman et al. (1988). They 
developed a 22 item instrument to measure 
customers' expectations and perceptions of the five 
service quality dimensions. Items measuring 
customer perceived value were adapted from 
Anderson and Srinivasan (2003) and Sweeney and 
Soutar (2001).  Customer trust in this research was 
measured using adopted instruments by Aydin and 
Ozer, (2005) and Li et al. (2006).  Operational 
measures used in the scale are perceived monetary 
costs; perceived uncertainty costs; perceived 
evaluation costs; perceived learning costs; and 
perceived set-up costs. 
2.1. Sampling process 
The research population consisted of prepaid 
mobile phone service subscribers in Malaysia. The 
research sample was the students researching in 
Malaysian universities. University students belong 
to a specific population that usually has more 
mobile phone experience, better skills and higher 
education levels than “ordinary” people (Li & 
Zhang, 2005). Furthermore, DeBaillon, and 
Rockwell (2005) stated that university students 
were the heaviest users of mobile phone followed 
by high school students and non-student adults. 
Based on report by Malaysian Telecommunication 
Market Statistics (Quarter 3, 2014), there were 
35,761,000 Prepaid mobile phone subscribers. 
Sample size determination table by Krejcie and 
Morgan (1970) was used to determine the sample 
size and for a population of 100,000 and above, the 
recommended research’s sample size is 384. This 
research utilised stratified sampling method. Seven 
universities in Klang Valley were selected from 
twenty public universities in Malaysia as sampling 
unit for this research. 
Data were collected from the student of 7 
Malaysian public universities in Klang Valley area 
using self-reported questionnaires. The 
questionnaires were administered based on the list 
of final year students provided by the registrar 
office in each selected faculty for their final year 
students. Final year students were chosen because 
they would have more experience in term of 
number of years using the mobile phone services 
during their student life at the university similar to 
Yan, Md-Nor, Abu-Shanab, and Sutanonpaiboon 
(2009). 
3. Findings  
For data collection purposes, 840 questionnaires 
were distributed and mailed to the selected 
students of seven public universities in Klang Valley 
area. Out of 840 questionnaires sent, 398 responses 
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were received resulting in a response rate of 47.4%. 
In addition to that, for the test of Non-Response 
Bias, there were 119 respondents classified as early 
responses and 279 were late responses. The p 
values of the analysis revealed no statistically 
significant difference between the two groups 
(significant p> .05). Thus, it can conclude that non-
response bias will not significantly affect the 
generalizability of the findings of this research. 
Therefore, the analysis was carried out on the full 
398 responses. 
In general, results of the exploratory factor 
analysis on the main variables proposed in the 
conceptual framework indicate dimensions that are 
slightly different from the original dimension. 
Variables such as Service Quality and Perceived 
Value have more than one dimension. On the other 
hand, the Trust variable remained as one separate 
dimension on its own. Table 1 below shows the 
comparison between the original dimensions and 
the final dimensions (after factor analysis). 
 
Table 1: Comparing Original Dimensions to Final Dimensions after Factor Analysis. 
Original dimension Dimensions derived after factor analysis 
Service Quality  Customer Support Service  
Service Reliability 




Table 2: Comparing Original Hypotheses to Revised Hypotheses after Factor Analysis 
  Original Hypothesis Revised Hypothesis 
Hypothesis 1 
H1. The higher the service quality 
as perceived by customer, the 
higher levels of customer loyalty 
towards the service provider. 
H1a: The higher the customer support service as perceived by 
customer, the higher levels of customer loyalty towards the 
service provider.  
Hypothesis 1b: The higher the service reliability as perceived 
by customer, the higher levels of customer loyalty towards 
the service provider.  
Hypothesis 2 
H2. The higher the value as 
perceived by customer, the higher 
levels of customer loyalty towards 
the service provider. 
H2a: The higher the emotional value as perceived by 
customer, the higher levels of customer loyalty towards the 
service provider.  
H2b: The higher the convenience value as perceived by 
customer, the higher levels of customer loyalty towards the 
service provider.                          
Hypothesis 3 
H3. The higher the trust as 
perceived by customer, the higher 
the levels of customer loyalty 
towards the service provider. 
H3. The higher the trust as perceived by customer, the higher 
the levels of customer loyalty towards the service provider. 
  
Factor analysis conducted on customer loyalty 
show the Kaiser-Meyer-Ollkin (KMO) value of .878 
for customer loyalty exceeding the recommended 
value of .6 (Pallant, 2001). The Bartlett’s test of 
sphericity for all factors are highly significant (p = 
.00), supporting the factorability of the correlation 
matrix. Examination of the measure of sampling 
adequacy for each item noted that the values fall 
within the acceptable range, which is between .80 
and .90 for customer loyalty. These indicate that the 
assumptions of factor analysis were met. Reliability 
statistics (Cronbach’s alpha) for both factors as 
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mentioned in the table are .941, .93 and .934 which 
indicate high reliability.  
For the customer loyalty determinants, factor 
analysis was conducted based on the 38 questions 
of which 22 items on service quality, 8 items on 
perceived value and 8 items on trust. The overall 
value of Kaiser-Meyer-Olkin was found to be .891. 
Furthermore, the result of the Bartlett test was 
highly significant (p= .00), which indicates the 
assumptions of factor analysis were met. A close 
inspection of the individual MSA noted the value for 
all 38 items values fell within the acceptable range, 
which is between .92 and .97.  From the output, 
measures of the loyalty determinants produced 8 
factor components with eigenvalues more than 1. 
These 8 factor components captured 69.26 percent 
of the total variance of the items. In this research, 
the “cut-off” point chosen for significant loading is 
0.30 and above as suggested by Hair et al. (2006) 
for a sample of 300 and above.  Five (5) factors 
components remained after 16 items were deleted 
from the initial eight (8) number of factor 
components. The factor loadings of the remaining 
five (5) factor components were between .50 and 
.89.  The reliability analysis conducted shows that 
all 5 factors alpha values are above .50 that is, 
factor 1 (α = .914), factor 2 (α = .886), factor 3 (α = 
.805), factor 4 (α = .798) and factor 5 (α = .667). 
None of these factors were dropped from 
subsequent analysis.  
 
Table 3:  Descriptive Statistics 
 N Minimum Maximum Mean Std. Deviation 
Trust 398 1.00 5.00 3.8811 0.67321 
Customer Support Service 398 1.25 5.00 3.4840 0.70545 
Service Reliability 398 2.00 5.00 3.5163 0.71884 
Emotional Value 398 1.00 4.33 2.5791 0.64529 
Convenience Value 398 1.00 5.00 3.8266 0.66873 
Loyalty 398 1.00 5.00 3.6536 0.94182 
 
Table 4: Results of Correlation Analysis 









Loyalty 1      
Trust .319** 1     
Customer Support Service .606** .374** 1    
Emotional Value .654** .194** .511** 1   
Convenience Value .200** .308** .154** .293** 1  
Service Reliability .102* .358** .332** .127* .090 1 
        Note: *p<.05; **p<.01 
 
Table 3 displayed the mean values for all the 
independent variables. Variables Trust and 
Convenience Value exhibit a high score (above 
3.67) and this indicates that most respondents 
share slightly similar opinions on convenience 
value and trust. The respondents perceived the 
level of convenience value in using the mobile 
services and trust on the service provider as high. 
Variables Customer Support Service, Emotional 
Value and Service Reliability exhibit moderate 
scores i.e. between 2.33 to 3.67. Therefore, the 
respondents perceived the level of customer service 
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support, reliability of the service provider, social 
and emotional value in using the mobile services as 
moderate. All the standard deviations were near to 
1.00, indicating that the variation between the 
respondents’ opinions is high. Standard deviation 
for customer loyalty is almost 1.00 (0.94) indicating 
that the data points for customer loyalty is widely 
spread from the mean. 
Table 4 provides a summary of the results from 
correlation analysis. The computation of the 
Pearson correlation coefficients was performed to 
obtain an understanding of the relationship 
between all the variables in the research. The 
values of the correlation coefficients (r) given in 
Table 6 indicate the strength of the relationship 
between variables. 
Cohen (1988) suggests that if r score is above .50 
the correlation between the two variables are 
considered largely correlated. With regard to the 
relationship between service reliability and 
customer loyalty, emotional values and customer 
loyalty, the correlation is significant at .606 and 
.654. It gives indication that the two variables are 
among the variables influencing customer loyalty. 
According to Pallant (2001), and Tabachnick and 
Fidell (1996), the correlation between predictor 
and dependent variables must be below .7. If the 
score is more than .7, the variables must be deleted 
from the research. On the other hand, the majority 
of the loyalty determinants are statistically 
correlated with customer loyalty with correlation 
values ranging from .20 to .65. 
In order to answer the research questions, which 
address the relationship between the various 
determinants and customer loyalty, regression 
analyses were conducted. However, before 
conducting the analysis, the data were first 
examined to detect whether there is any serious 
violations from the basic assumptions underlying 
the regression analysis, namely linearity, normality 
and homoscedasticity (Hair et al., 1998).  
Overall, inspection on data revealed that there 
was no serious violation of the basic assumptions. 
Therefore, the use of regression for subsequent 
analysis is appropriate. The interpretation of the 
regression analysis is based on the standardised 
coefficient beta (β) and R² which provides evidence 
whether to support or not to support the 
hypotheses stated above. Regression analysis was 
conducted to test the hypotheses 1, 2 and 3. In this 
analysis, customer loyalty determinants are treated 
as the independent variable and customer loyalty as 
the dependent variables. Table 5 shows that the 
model is significant (F = 97.337) (Sig. F = 0.000) 
and displays that the model explained 54.8 % of the 
variation in customer loyalty behaviour (Adjusted R 
square: 0.0548). 
Table 5 suggests that four of the five variables 
have significant influence on customer loyalty 
behaviour. (p ≤ 0.05). The factors were customer 
support service, service reliability, emotional value 
and trust. However, since service reliability is 
negatively related to customer loyalty (Beta = -
.126) hypothesis 1b is rejected. Convenience value 
does not have significant influence on customer 
loyalty (Sig. = .297, p>0.005), therefore hypothesis 
2b is also rejected. Three hypotheses i.e. hypothesis 
1a, 2a, and 3 are accepted since the three variables 
are statistically significant (p ≤ 0.05) and positively 
related to customer loyalty (Beta = .147, .359 and 
.465). Trust, customer service and emotional value 
have significant contribution to customer loyalty in 
the Malaysian mobile phone services. 
 
Table 5: Summary of multiple regression analysis for factors influencing customer Loyalty (n=39) 
Determinants B SE B ß 
Trust .206 0.055 0.147** 
Customer Support Service .479 0.057 0.359** 
Emotional Value .679 0.060 0.465** 
Convenience Value -.036 0.052 -0.026 
Service Reliability -.165 0.049 -0.126** 
                                       Note: R²= 0.551;  Adjusted R²=0.545 F=96.042;   Sig. F= .00;  **p<.05 
                                     B=Unstandardized Coefficient; SE B=Standard error of coefficient; ß=Beta coefficient 
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The purpose of the research is to investigate the 
factors affecting customer loyalty in Malaysian 
mobile phone service industry. Findings of the 
research suggest that the level of customer loyalty 
is still at moderate level. This means that the 
customers moderately delivered positive word of 
mouth about the service providers, moderately 
recommends the service provider to others and 
have moderate commitment to purchase additional 
services from the telecommunication company. 
Findings of the research also suggest that three 
factors that are service quality, perceived value and 
trust have positive influence on customer loyalty.  
The finding gives managers and academicians a 
much stronger basis than intuition and anecdotes 
for recommending strategies to ensure high level of 
customer loyalty. Indeed, mobile phone service 
providers should strive to improve service quality, 
perceived value and trust level in their efforts to 
attain higher level of customer loyalty. The first 
positive relationship exists between service quality 
and customer loyalty means that when customers 
have positive perception on service quality, they 
will be using more of the services provided by the 
telecommunication company.  
Another positive relationship was found 
between perceived value and customer loyalty. This 
means that when customers have positive 
perception on values, they will be using more of the 
services provided by the telecommunication 
company. The result also shows that the customers 
of mobile phone services in Malaysia trust their 
current service provider since they feel that they 
may rely on them to provide good and quality 
services. The increase in confidence level and 
reduced uncertainty can increase customer’s 
loyalty. In order to generalise the findings in the 
research, mobile telecommunication services 
should be studied and compared with other 
industries. Future research should consider what 
other possible factors that can influence customer 
loyalty are. Since this research only utilise 
Malaysian students in Klang Valley area as samples 
of mobile phone service users, caution must be 
taken when generalising the findings and 
discussion of this research to other groups of 
mobile phone users or to other geographical 
location.  
The influence of customer loyalty on the market 
share, relative price, and profit of a service provider 
is also an important issue which could be 
considered in future research. This research was 
also conducted using a snapshot research approach. 
Understanding of the relationships between or 
among variables is also important to customer 
loyalty in mobile phone services and this could be 
enhanced by using longitudinal evidence. Further 
research should be done by using combination of 
both quantitative and qualitative techniques in 
order to understand the factors impact on customer 
loyalty.  Despite the limitations in this research, 
these limitations provide suggestions for further 
research. Replicating and extending this research in 
other regions and countries and other services 
would test the applicability of the present findings 
and would provide a basis for an external validation 
of the framework developed in this research to 
understand the cultural and geographical variations 
of customer behaviour. Furthermore, there are 
opportunities for further research in the issue of 
customer loyalty that reflects the limitations 
recognised earlier.  For instance, this research could 
extend over a longer period of time, a case research 
or alternatively that involves comparative studies 
with other countries to explain cross-national 
differences in the customer loyalty of mobile phone 
users around the globe, and provide some guidance 
for service providers that operate globally i.e in 
more than one country. Such studies will help to 
validate the conclusions of this research and 
overcome the possibility that a small, single period 
data set may provide bias results. 
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